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KEY ECONOMIC INDICATORS: 


All values in US$ millions 
unless otherwise stated.1/ 1970-74 


af 1973- Avg Growth 
1973___:1974 747D Rate 


Indicator 
INCOME: AND PRODUCTION m 
GDP at current prices 2019 3732, 
GDP at constant 1970 prices 1°94 2220. 
Population (1,000s) 3/ 5422 £197 
GDP per capital (current prices) 372 0? 
GDP index (constant prices 1970 = 100) 105.2 
BONEY AND PRICES 
External Debt-Disbursed 474 
Dis. + Undisbursed 700 
Debt Service Ratio 4/ Percent 10.4 9.2 
Money Supply 430 
Discount rate - percent 3.9 Ds 
Price Index 5/ 
European (1970 = 100) 112.8 116. 139.4% 
African (1970 = 100) 100.1 271.2 141.4 
BALANCE OF PAYMENTS AND TRADE 
Gold and foreign exchange i 93 107 47.] 
Balance on current account -194 -203 -47 
Exports 444 825 1226 
Coffee 152 191 278 
Cocoa 115 144 318 
Logs (1000 metric tons) 2407 2382 2579 
U.S. Share 52 5 re 
Imports 541 2 975 
U.S. Share 29 47 
Trade Balance 103 ? 250 
U.S.-Ivorian bilateral balance +53 +19 


A weighted average of the dollar/CFA exchange rate was used for the period 

1972-74 of 23% CFA equals $1.00. 

1974 income and production figures are estimates as comnlete statistics not yet available. 
Population estimates are being rapidly reviged upwards to account for immigration and 
fertility rates. The first official census to be completed in 1975 may reveal much 
higher numbers than originally projected. 

Debt service ratio is a function of debt service over export revenues. 

The Ivorian Consumer Price Index is a limited market basket constructed as a simple 
indicator of some imflationary trends. It is relatively conservative given the nature 
and effects of import oriented inflation that exists widely in the economy. The indices 
reflect changes through October 1974. 

Only shows reserve position through November 1974. Tendency to accumulate most 

reserves in the first quarter of each year given selling periods for key export 
commodities. We expect their reserve position to strengthen considerably during 

CY 75 given the stron export performance, particularly in the cocoa sector. 


“Denotes estimates. Sources: Ministry of Finance, “Ministry of Plan, CAA, BCEAO, IMF. 





SUMMARY 


Ivory Coast has achieved a remarkable record of rapid and sustained 
economic growth since independence in 190, emphasizing the develop- 
ment of the agricultural sector. Although coffee, cocoa and timber 
still account for 7% percent of Ivorian exports, the government is 
successfully diversifying its agricultural base by promoting the deve- 
lopment of palm oil, rubber, sugar and pineapples, among other products, 
Increased emphasis is also being given to processing these products 
domestically for export. 


Although in 1974 the Ivorian economy was disrupted by the huge world 
price increases for petroleum products and grains, as well as significant 
increases in prices of consumer and capital goods imported from the 
developed nations, the economic outturn was a remarkable 13 percent 
real growth in Gross Domestic Product - primarily due to strong world 
prices for Ivory Coast's principal export commodities, coffee and 

cocoa. Prospects for 1975 are nevertheless mixed and overall economic 
performance will depend to a large degree on whether world prices for 
Ivorian exports remain in high and whether there is a recovery in the 
timber industry. Government efforts to moderate inflation and increase 
industrial production are hindered by the fact that most price increases 
are "imported" and many developed country markets are depressed. The 
continued economic expansion and rising per capita income should create 
new and expanded markets for US exports. A number of new development 
projects offer potential for US suppliers of heavy equipment and 
machinery:a $125 million hydroelectric dam, a series of sugar complexes, 
the exploitation of an iron ore deposit, a railroad to the iron mine, 

a new power dam for the railroad, and expansion of the ports of Abidjan 
and San Pedro. The Ivorian government welcomes US investment and is 
actively soliciting increased US participation in the Ivorian economy. 

A number of investment opportunities in agribusiness, wood processing, 
tourism and light industry may be attractive to US industrialists. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


Development Objectives 


The continued political stability of Ivory Coast is a necessary 
precondition to the realization of the rapid economic development 

of the country. 1975 is an election year and “9-year old President 
Houphouet-Boigny, strong as ever, is running for a fourth term. It 

is expected that present policies will be continued in the next five 
year period with an increasing emphasis on the diversification of 

the export base of the economy, imnort substitution, esnecially for 
foods, and decentralization of industrial development, with special 
emphasis on reducing regional income disparities. The next five- 

vear plan, due in mid-1975 is exnected to outline snecific and realis- 
tic programs for these attainable development eoals. Ivory Coast 

will increasingly stress infrastructure, financed by long-term 
borrowing. The country's present debt service ratio of =” is expected 
to increase to 12% over the next several vears mainly due to the 
infrastructure element. 


A prime goal of the eovernment is to broaden the economic base. As 
well as diversifying the azricultural production sector, the govern- 
ment is increasingly emphasizing the processine of agricultural commo- 
dities, such as coffee, cocoa, fruit and vegetables. The country is 


also moving to exploit its limited mineral weath by means of an inter- 
national consortium to mine the iron ore of Mt. Klahoyo near Man in 
western Ivory Coast. The government is stressing industrialization 
with a special interest in the manufacture of export-bound goods. A 
textile mill is comine on stream late this year to manufacture blue 
jeans for the European market. At present, however, Ivory Coast still 
depends on the trio of coffee, cocoa and timber to provide the bulk 

of export revenues (7’°). This vear the precipitous decline in timber 
exports, reflecting the decreased European demand for wood, underscored 
the vulnerability of the Ivorian economy to world market forces and 
highlighted the need for the government to accelerate the diversification 
of the economic hase, thus reducing the country's dependence on the 
export of a few principal agricultural products. 


For the past two years relatively high world market prices for coffee 
and cocoa have buttressed Ivorian agricultural] exports and have helped 
the country maintain its positive trade balance. The outlook for 
commodity prices in the near term is mixed, making the immediate projec- 
tions for future export earnings uncertain. The Caisse de Stabilisation, 
the Ivorian agricultural marketing organization, strongly backing the 
international commodity groupings in their efforts to maintain stable, 
remunerative prices for these products. 


Ivory Coast is vitally concerned with the problem of the transfer of 
technology to less developed countries and the increasing need for more 
technically qualified personnel] to maintain its development progress. 

At the same time, Ivorianization of the economy is another key development 
objective. To this end, the government has established a number of 
technical training centers and is urging students of higher education to 
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pursue studies leading to scientific and business degrees. The 
replacement of expatriate businessmen and technical experts by Ivorian 
nationals is proceeding apace and will likely accelerate as more 
qualified Ivorians enter the market place. However, to date there 

has been no precipitous attempt to displace foreign experts. 


The total 1975 budget of $759,°%35,554 is an 1°” average over the 

1974 figure. The portion devoted to investment and development rose 

to $227,053,445, a marked 22% increase over 1974. The 1975 investment 
budget is significant in several respects. This is the first year since 
1946£ that the majority of the investment and infrastructure funding 

comes from national revenues. Although the contribution from external 
sources remains at about the same level as in 1974, borrowing from 
international organizations and governments has increased while the 
forecast for private sector borrowing has decreased. Expenditures for 
agricultural development have risen to $55 million, a 48% increase 

over 1974, with special emphasis on programs to reduce Ivorian dependence 
on the importation of food items. Programs for rice and sugar cane 
production, the expansion of animal husbandry projects, rural development 
and the fishing industry are being stressed. Of the three principal 
export commodities, the government has chosen to expand the production 

of only one, cocoa. New programs for the cultivation of sugar, rice 

and cotton favor the GOIC's avowed policy to develop the northern and 
western regions in an attempt to promote better income distribution and 
to diversify agricultural production. 


Economic Performance during 1974, 


While 1974 necessarily forced the Ivorian economy to adjust to a rapidly 
changing world economic picture, the economy proved its innate soundness 
by recording a real growth rate ($5” at current prices). The first shock 
waves of double digit infilation and a quintupling of oil prices were 
cushioned by the continued strong performance of key Ivorian export 
commodities--coffee and cocoa. The timber industry, normally the highest 
value export sector, did not begin to record the world-wide shortfall in 
demand until the last quarter of 1974. Prior to that point, Ivorian 

wood processing operations remained on full schedule, filling orders 
from late 1973and 1974. The price/demand decline impact in this key 
sector will not really be felt until 1975, and many industry experts 
believe the trend is bottoming out now. With these three export earners, 
accounting for three quarters of Ivorian export earnings, still showing 
continued growth from 1973, the Ivory Coast maintained a positive 

trade balance for the year. 


In reaction to the oil price rise, the Ivory Coast government legislated 
relatively sizeable price increases on such products as gasoline (30%), 
kerosene (72':), and fuel oil (53%)to restrain consumption. This strategy 
seems to have worked as there was a marked decline in consumption during 
1974. Desirous of maintaining energy imports close to present levels and 
encouraged by 1974 results, the Ivorian government again raised oil product 
prices by another hefty margin in January 1975. Under present 
circumstances, imported fossil] fuels are the principal energy source for 
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Ivory Coast and, at least indirectly, a key to the maintenance 

of continued economic growth and development. Nevertheless, the 

Ivory Coast government is committed to a strategy of trying to limit 
non-industrial consumption of such energy and to hold import levels 

of petroleum products within 10-15 of total imports over the next decade. 
Additionally, they will seek to shift to principally hydroelectric 

power in the mid-19°0's. If planned hydroelectric projects come into 

full production as presently scheduled, Ivory Coast could effectively 
insulate itself from further increases in petroleum prices. 


Despite its continued strong economic performance, the Ivorian economy 
fought a losing battle against wage-price generated inflationary pressures. 
Two revisions (one relatively major) of the minimum wage scale were made, 
increasing base salaries by 32 percent in 1974. To limit the inflationary 
spiral already fueled by rapidly rising import prices, the government held 
such wage increases to a politically tolerable minimum. As a result of an 
estimated 30” annual inflation rate (particularly in the African sector, ) 
an actual decline in purchasing power occured despite the wage increases. 
Another increase in minimum wage levels is expected in 1975. 


To maintain the farmers’ purchasing power, the Caisse de Stabilisation raised 
the purchase price paid to farmers for coffee and cocoa as was done in 1973. 
However, despite the sizeable increase, the small farmer was not effectively 
insulated from rapid price jumps in imported staple food-stuffs, particularly 


rice and sugar. As a result, the Ivory Coast government is seeking to modifv 
its traditionally export-oriented agricultural] sector to develop concurrently 
some import substitution in key food-stuffs. This, however, will take 

time and for the near future Ivory Coast will not be self-sufficient in 
staple food crops. 


A structural phenomenon, resulting from coordinated planning, did much to 
alleviate price rises of capital goods imports during 1974. As a rule, the 
Ivory Coast government places such orders a year or more in advance. Thus, 
many 1974 imports were based on fixed price 1979-73 contracts. We may still 
expect some rapid price acceleration in the canital goods sector during 1975 
as the 1974 orders are delivered. Nonetheless, inflation did take its toll 
in the area of oil imports and staple commodities. In addition, 

government efforts to subsidize prices and contro] internal] inflation (as 
illustrated in the case of rice) encouraged re-export of some commodities 
to neighboring countries where higher prices were prevailing. This 
situation forced the Ivory Coast government to import substantial additional 
quantities at much higher prices for local consumption to avoid a serious 
shortage. On the export side, however, the Ivorians--who were able to 

cash in on the coffee price boom with a record 1973 crop of 393,000 MT 
--still managed to record a spectacular earnings increase by careful 

sales of stocks, although 1974 crop declined in export earnings on this 
commodity. It is expected, however, that it will regain its position as 
the third largest coffee producer in the world. Cocoa has also been a 
recent record export earner for the Ivorian economy as prices trebled 

and then quadrupled in the last two years from their late 1940's average. 
Cocoa accounted for 25. of all export earnings in 1974. Although the 

1973 crop of 1°5 000 MI suffered some damage from unfavorable weather 





conditions, the 1974 crop of cocoa enabled the CSSPA to continue its 
accumulation of funds to insure high fixed prices for local farmers. 

In an effort to upgrade both quantity and quality of Ivorian production, 
the IBRD is financing a second cocoa project in 1975. Once again, if 
prices remain close to present high levels, this agricultural] infrastructure 
investment could be a timely one. Ivorian production is picking up at 

a time when Ghanaian and Nigerian productivity is falling and at the 
moment there are only limited programs in these countries encouraging the 
farmers to increase production and control qualitv. If present trends in 
commodity prices continue, Ivory coast is in a good position to withstand 
the complex stresses of world-wide economic upheaval. 


On balance, the Ivorian economy, faced with an uncertain and mixed economic 
outlook for 1974, combined its knack for cautious and realistic planning and 
the luck of continued strong export commodity prices, to fare much better 
than could have been initially expected. Given the dramatic drop in growth 
rates in major developed economies and near-disaster situations faced 

by many other developing countries as the oil crisis and ever-burgeoning 
inflation rates complicated the economic future, Ivory coast's maintenance 
of a surprisingly strong real growth rate and its ability to proceed with 
major development objectives is a noteworthy accomplishment. 


IMPLICATIONS FOR THF UNITED STATES 


Traditional Patterns 


Relations between Ivory Gast and the United States are extremely cordial and 
the two nations have increasingly close ties of trade and investment. In 
1974, Ivory Coast exported about $44.9 million of coffee and $30.% million 

of cocoa to the United States. This renresents °7 percent of total Ivorian 
exports to the United States and 13 percent of total Ivorian exports of 

these two commodities. The Common Market has always been and still is the 
major supplier of Ivory Coast imnorts, accounting for approximately 5° percent 
of Ivorian imports in 1974. The US is the only other significant exporter 

to the Ivory Coast supplying about $47 million worth in 1974 or 7 percent 

of the total versus $59 million or *% percent in 1973. This represents, 

of course, only direct exports from the US and does not include American 
goods manufactured elsewhere under license or in foreien-based American-owned 
facilities for shipment to Ivory Coast. Direct American exports do not show 
any particular trend because any year's total can be grossly affected hy 

the sale of one commercial airliner or major equipment purchases. As is 
typically the case, manufactured goods and transport equipment accounted 

for the vast majority of total US exports to the Ivory Coast in 1974. In 
1974, Ivory Coast had a bilateral trade surplus with the United States of 

$19 million, down from the $30 million surplus registered in 1973. 


Ivory Coast has one of the most liberal investment codes of any developing 
country and is actively seeking additional US private investment. However, 
although second only to France, American investment in Ivory Coast amounts 
to only $30 million. It should increase in 1975 to closer to $40 million 
with the completion of Bluebel] Riegel textile complex. American investment 
to date has been limited to a diamond mine, a battery factorv, a minority 
share in the Hotel Ivoire, the oi] refinery and distribution network, and 
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the banking sector. The US assists Ivory Coast through loans and 
guarantees of the Export-Import Bank (approximately $245 million 

to date) and Overseas Private Investment Corporation (approximately 
$27 million), manpower from the Peace Corps and various Agency for 
International Development programs, administered on a multilateral 

or regional basis. AID is currently active in the fields of livestock 
development, small business credit, public health and housing. 


Prospects for Increased US Exports 


Continued economic expansion and rising per capita income ($40? in 1974) 
should create new and expanded markets for US exports. If reverse 
preferences accorded to EEC suppliers bv Ivory Coast are eliminated 

as is permitted in the ACP Association (Lome Convention) a tariff obstacle 
to increased US exports to Ivory Coast will have been overcome. 

In addition, the dowmvard movement of the dollar relative to the CFA 
(which is linked to the French franc) should make US goods and services 
more competitive in Ivory Coast. However, the limited size of the Ivorian 
market, the necessity of doing business in French, and the established 
trade links to traditional sources of supply, primarily in France, inhibit 
increased US exports to this market. Nonetheless, past performance shows 
that entry via participation in major development projects, e.g., Kossou 
dam, Ferkessedougou sugar, is feasible. 


Investment Opportunities in Ivory Coast 


The Ivorian government welcomes US investment and is actively soliciting 
increased US participation in the expanding Ivorian economy. There are 
opportunities for American investors in agribusiness, including the projected 
suzar processing plants in the north and related satellite industries to 
produce yeast and cattle feed. American firms can effectively compete in 
offering engineering services and in construction of hydroelectric, tele- 
communications and transportation projects. Development plans call for 

the establishment in the San Pedro area of a new pulp and paper industry 
(with a capacity of 300,090 “T), fiberboard factory, and wood processing 
industries. Still under discussion is a plant to manufacture tires which 
will utilize the 27,000 MT of rubber to be produced from the 13,500 has 

or rubber plantations in the western region. Ample opportunity also exists 
in metallurgy and related industries in conjunction with the development 

of the iron ore mining consortium. The Mt. Klahoyo iron ore exploitation 
will beithe largest single project undertaken in Ivory Coast. It is 
currently estimated at one billion dollars and presents opportunities in every- 
thing from ore body definition services contracts through marketing of 

iron pellets in the world market. There will be mineral wharfs, electric 


railroads, cities, roads, hospitals, a metallurgy plant, power generation 
and transmission, communication, etc. 


Ivory Coast favors the establishment of export-oriented industry and is increas~ 
ingly interested in turnkey operations and joint ventures with Ivorian partici- 

pation. The trend is away from wholly-owned foreign investment and prospective 

American investors are encouraged to consider Ivorian partners or at least 

to include Ivorian participation. In addition to private American banks, 

the Export-Import Bank, the FCIA, and OPIC also provide financing and 

insurance for American investment and the sales of American equipment in 

Ivory Coast. 








